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modity destined to immediate consumption, while in the for-
mer case a whole series of payments is levied on a durable
commodity. In the one case we have the shifting back of a
single tax; in the other case we have the shifting back
of a whole series of taxes. For capitalization implies a
change in price equal to the capital value of all anticipated
payments.

Finally attention must be called to the fact that the prin-
ciple sometimes seems to the careless observer to be robbed
of practical importance, as in the case of special taxes on
property or on profits, where the capital value of this class
of commodities for any reason fluctuates in price. For ex-
ample, if a special tax were levied on government securities
it might nevertheless happen that, for some reason, general
confidence in government bonds might increase to such an
extent as to counterbalance the decreased returns from the
investment. In such a case, although there would obviously
be a capitalization of the tax, the process would be obscured,
and there would be no final diminution of capital value.
Again, in the case of a special tax on land, the value of land
as an investment might nevertheless for some reason in-
crease. This also would impair the easy recognition of the
principle; the decrease in price due to capitalization of the
tax would be counteracted by the increase of price due to
changes in demand. Yet, although the price has remained
the same, capitalization has obviously taken place; for had
no tax been imposed, the price of the bonds or of the land
would have risen instead of remaining stationary. The pro-
cess of capitalization always results in actual diminution of
capital value, if by value we mean the price as fixed by the
equation of demand and supply. In the absence of disturb-
ing causes which suddenly change this equation, the process
is naturally a simpler one. But in every case, subject to the
conditions laid down above, it remains true that the increase
of an exclusive tax results in a partial confiscation, and that
its decrease is tantamount to a free gift.

With all these qualifications, the capitalization of taxation